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October 18,2013

Ms. Marlene Dortch

SecretarY of Commission
i"J"iui 6ommunications Commission

445 12'h street, s.w'
Washington, DC 20554

RE: Docket WC Nos' 10-90 and 11 -42FCC Form 481

Dear Ms. Dortch:

Please accept for filing the attached four copies of the redacted' FCC Form 481 for Millington

Terephone company isnc 2gos7il. ini.lii.g is suolect io'section 0.s49 of the FCc's Rules'

Arso incruded is an extra copy of the redacted firing that r request you to date stamp and return

il;"'in tn" enclosed, postage paid envelope'

rf you have anv qy:.1i:l-13l3i-1lf'^::L",",1,g1'J:i:ilal information' I can be contacted at

COMMUNICATIONS phone 870.336.3434 1.888.336.4249 fox 870.336.340 1 aflice 24OO Riter Drive, Jonesboro, AR 72401 www.getritter.info

Rf t;et.r,r,rl & !fiUfrtr$tEt]

urr r e $(]tg

coNFIDENTIAL FINANCIAL INFORMATON-SUBJECT *l
To pRorECTrvE oRDiRii{'foc oocxrrl.ios. r0-e0, o7-FCc lt4aii ffioorn

135,'b;-3:3;,'03110e' Cc oocrrr No-s o1-e2' e6-45' GN

DOCKET NO' 09-51, t',ir-oockET NO' 10-208', BEFORE

THE FEDERAL COMMUITICNTIONS COMMISSION

REDAGTED.FOR PUBLIC INSPEGTION

870-336-2345 or,i

SincerelY,
iiirEn'coMMU NlcArloNS HoLDI NGS' I Nc'

ffi:n't'
Vice President
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<020> Program Year 2074

?013
<030> ContactName: PersonUSACshouldcontact Jolu srlode

with Questions about this data

&oom<035> ContactTelephoneNumber: a7o325234s I \
Number ol the person identitied ln data line <O3O>

<039> ContactEmail Address: John. StrodcoRiltcrcmnlcations. com
<030>

<100> Service Quality lmprovement Reporting (.ffi pl.lc of, ach.d wksh.at)
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<200>

<270>

<5m>
<510>

<600>

<510>

<700>

<710>

<gm>
<900>

<1000>

<1010>

<1100>

<1110>

<1200>

Outage Reporting (voice)

<300> Unfulfilled Service Bequests (voice)
<310> Detatl on AftempB {voice)
<320> Unfulfilled Service Requests (broadband)
<330> Detail on Attempts (broadband)

o

0

ffi
Company Price Offerings (yoice)

Company Price Offerings (broadband)

Operating Companies and Affiliates^
Tribal Land Offerings (Y/N)? U
Voice Seruices Rate ComDarabilitv

Terrestrial Backhaul (y/N)? (J

ferms and Condition for Ufeline Customers

sd313 | ,s4.422

REPORTING €ARRIERS
CgmpJetlon I Complettlon

@['- .n"ck box if no outages to report

<40O> Number of Complaints per 1,000 customers (voice)
<410> Fixed I-;"-----'l
<4zo> Mobite F;----1
<430> Number of Complaints per 1,000 customers (broadband)
<440> Fixed lm ------l
<450> Mobile

Seruice quality Standards & Consumer protecilon Rules Compllance

Functionality in EmergEnry sitlflions

@

e

<2m0>
<2m5>

<3000>

<3005>

Pdce Cap C.rriers, Proceed to Price Cap Addltlonal Documentation Workheet
lncluding Rote-of-Return Coriers dlfilioted wlth price Cop Loco! Exchonqe Caniers

t h.tk to tndicdt..dfconql
(.oryleE ond.h.d w.kth..t)

iate of Retu.n Carrlers, Proceed to ROR Additional Do€umentition Workheet
(ch.Ei to indco.. ..rtfcotun)

kffi pl. ?. .n d ch z d Mr k th 2.tl
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Page 1
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P:cc E

No T€rr8strlal Backhaul Reporting Fcc F*. 481
Fom oM8 Cmrrol No. 306G0986/OMB Conkol No. 3060-0819

July 2013

<020>

<015> Study Arca Nam!
Yaar

Namc - Prrsqn UsACshould contact
ContactTrhDhon! Nunbrr -

Cont. ct Email Addr.ss - Addrrss of
in data line <030> a?0!t5rta5

id.ntifi.d in dEt. lin. <o3o> Joh -sErcd.oll!t..cdn6i..ri6' - cdh

Ple.sc chrck this box to confirm no tsr.citrial backhrul
<1120> options exist within th€ supportld rrea pursuant to 5 54.3131G)

Pleare ch.ck this box to.onfirm the rcporting .a.ricr offe6

<1130, broadband iervlce ofat least I Mbps downstream and 256 kbps
uprtrcam within thc supportcd arca pursuant to i 54.313(G)

EI

m

P.g! I
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2001 Terms ard Condition for Ufeline Customers
FCC Fom tl81

OMB Cont.ol No. 30504986/OMB Contrcl No. 3060t819
Form 2013

<015> Study Ar.a Name

<030> Cont.dNamr-P..sonUsAcshouldcont.ctrere.dinprhisdrt: JobsElod.
<035> ContactTelephon.Numblr-Numbr.ofp.rlonidantifi.dindatalin.d)3O> .ro3J52r{5

<1210> Terms & Conditiof,s olVoice felephony Ljtelin! pl.nj

<7220> Linktopublicwebrite

Namc of.ttached document (,pdfl

"Plca+ checkthes. box.s below tg confirm that th. rttach.d pOF,

on line 1?10, or thc websit. linld, on line 122o,
containr the rcquir.d infomaiion pursuant io 5

54.422(:){2) anrual rcportingfor ETCS rcc.iving low.income
support, carriar! must annuallv acpott:

<L22L> lntooation de$ribinE th! urms rnd cohditions of any voice [Z]
t.lephony seryi.e pldns offered to Lifelin. subsE/ibers,

<1222> Drtaits on thc numb.r of ninltes pmvidcd as part of the plan, [t

<1223> Additional charges for toll call5, and retcs for each such plan. m

PaEe 9
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PaEe la

Colleiton Fo,Tlt

FCC Flrm 481

OMg Control No, 306&0986/OMB Conlrol No.

!u1v2013 . , '
3050.0819

<o1D StudyArea cod! 290571

<01$ studyAreaName ilrLLrNGtoN TaL co

<020> Program Y..r 20t4

<O3D Contart Name - Pcrson UsAC rhould contact rc(drdinc this data Jota stEode

<035> Contact Td.phonc Number - Numbcr of plnon ldentitied in data lirc <030, 8703162345

<039> ContactEmailAddress-EmailAddr6sofp.rsonid.ntifiedindatalirc<03D John.ssrodeaRlEt€tcffiuj.calioDs.cd

Certificetion of Officer as to the Accuracy of the Data Reported foi the Annual Reporting forCAF or Ll Reclpients

clnlty thlt l.E an otfice. ofthe rrpoftlr! tatrlc.; my rciponglbilltie! includ€ cnso.int the aacur.(y ofthc a6nual raportir! rrqulrcmcnB ror unlvarsal scrulce ilpport
cclplents; and, to tt! belt ofny knowlcdt!, the lntomatlor rcported on thb torm and in anyrttachmcrtsls accurat.,

lameofReportingcariar MrlLrxcaoN TEL co

Enature of Authorized of{ic!r: cERTrPl9D oNltm Date 10/LO/2013

rintcd n.m. of Authorized Officcr: Joh SErode

itlc or po5ition of Autho.iacd off ic.r: vP Exteffi 1 Af f airE

numb.rof Authorit€d offic.r' 670'336-2345

tudYAtea Code of Reportim Carrier 290s71 Filint Du! Dat. f6r thi.1o.*' 10/15/20lf

PrBon! wlllfulry Eking fals. stahm€nts on this lorh c.n b. punirh€d by fnc or forfeitur. und.r lh. Communi..tionr Ad of 1934, 47 U.3.C. !5 502, 503(b), or fln. or imprisonmnt
!ndc.titl. 18 ofth. Unit.d sht.r Gdq 18 U.S.C 5 1001.

TO BE COMPLETED 8Y THE REPOfiNNG CARRIER, IF THE REPORTING CARRIER IS FIUN6 ANNUAT REPORTING ON ITS OWN BEHAIF:

14t10!2013 Pag. 12
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Millington Telephone Company

In establishing this certification in its 2005 ETC Order,t the FCC found that an

ETC must make "a specific commitment to objective measures to protect consume,rs." 2

The Commission found that for wireless ETCs, compliance with CTIA's Consurner Code

for Wireless Service would satisff this requirement" and that the sufficiency of other

commitnents would be considered on a case-by-case basis.3 In this context, the FCC

stated, "to the extent a wireline or wireless ETC applicant is subject to consumer

protection obligations under state law. Compliance with such laws may meet our

requirement."4

Millington Telephone Company, [nc. ("Company'') hereby certifies that it is

complyrng with applicable service quality standards and consumer protection rules. The

Company is subject to consumer protection obligations under state law. These

obligations include, but are not limited to, the following:

(l) filing a Local Exchange Tariffpursuant to the requirements of the Tennessee

Regulatory Authority (TRA) which disclose rates, terms and conditions of service to

customers;

(2) consumer protection requirernents goveming telephone providers which

require adherence to TRA's Regulations Goveming Service supplied by Telephone

Utilities set forth in Chapter 1220-4-2 Regulations for Telephone Companies. The basic

I Federal-State Joint Board on universal Senice, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. Mar.
,17, 2005) ('2005 ETC Order").
2- Id. atpara,28.
t Id.Ttre FCC noted that under the CTIA Consumer Code, wireless carriers agree to: "(t) disclose rates arrd terms of
service to customers; (2) make available maps showing where service is generally available; (3) provide cotrtract
terms to customers and coafirm sfuanges in service; (4) allow a trial period for new service; (5) provide specific
disclosures in advertising; (6) separately ideuti$ carrier charges Aom taxes onbilling statements; (7) provide
customers the right to tcrmiaate s€rvic€ for changes to cotrtract terms; (8) provide ready access to customer service;
(9) prouptly rcspond to coililrler inquiries and complaints received tom government agencies; and (10) abide by
policies for prote ction of consumer privac y ," Id. at n. ? 1.
1 Id. atn.72.

FCC 481 290571tn5]-0
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Millington Telephone company FCC 481 zg}szLtnsLa

utility obligations include: (a) Each telephone utility shall provide telephone service to

the public in its service area. (b) Each telephone utility has the obligation of continually

reviewing its operations to assure the furnishing of adequate service.

(3) Where a telephone utility is generally operated in conjunction with any other

enterprise, suitable records shall be maintained so that the results of the of the telephone

operation may be determined upon reasonable notice and request by the Authority

(4) Business offices shall be so located and staffed that customers and the public

will have convenient access to qualified personnel, including supervisory personnel

where warranted, to answer questions relating to services and rates, accept and process

applications for service, explain charges on customers' bills, adjust charges made in error

and in general, represent the utility to the customer.

(a) Where one business office serves several communities toll-free calling

to the business office from such communities shall be provided. By means of

directory information or assistance, signs on company buildings and properfy,

newspaper advertising or other methods necessary, the utility shall keep its

customers and the public advised as to means of contacting the business office.

(b) Business office services will be available to the customers and the

public during the normal hours of the normal work week, excluding holidays and

at such other times as may be warranted by circumstances.

(c) It will be the responsibility of the utility to insure that qualified

personnel, instructed to be courteous, considerate and efficient, are available to

promptly serve those who contact the business office.
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Millington Telephone Company FCC 481 29057Ltn570

(d) The utility shall inform the customer of any service connection charge

to be applied to his bill and the monthly charge for the service ordered, wittr the

exception of business customers not requiring this information, prior to

undertaking any action to furnish the service ordered. To customers inquiring

about new serwice, the utility shall provide any information and assistance

necessary to obtain service conforming to the customer's needs.

Customer fuilling guidelines are set forth in TRA regulation1220-4-2-.10 include:

(1) Bills to customers shall be rendered regularly and shall contain a listing of all

charges. Utilities shall comply with reasonable customsr requests for an itemized

statement of charges.

(2) In the event the customer's service is intemrpted other than by negligence or

willful act of the customer and it remains out of order in excess of twenty-four (24) hours

after being reported, appropriate adjustments or refunds shall be made to the customer,

upon the customer's request. The refund to the customer shall be the pro rata part of the

month's charge for the period of days and that portion of the service and facilities

rendered useless or inoperative. The refund may be accomplished by a credit on the

zubsequent bill for telephone service.

(3) A bill insert should be included in the fust bill after the effective date of this

rule informing the customer of hisfter refund option. When new phone books are printed

the Call-Guide will contain a customer refirnd section
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TRA customer complaints are handled pursuant to TRA guidelines included inl2204-l-

.13 and include:

(a) A full and prompt investigation of all types of complaints made by its

customers

(b) If the use of service interferes unreasonably with the necessary use of the other

customers, a customer may be required to take insufficient quantity of different class or

grade

(c) Each telephone utility shall within (10) working days, after receipt of a

complaint forwarded by the Authority, file a written reply with the Authority.

In addition, the Company is subject to consumer protection obligations under state law

relating to truth-in-billing requirements, CPNI, Red Flag Rules and other applicable federal and

state requirements governing the protection of customers' privacy.
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Millington Telephone Co., Inc. (The Company), hereby certifies that it is able to

function in errergency situations as set forth in g54.202(a)(2).1 The Company's network

is designed to remain functional in emergency situations without an external power

source, is able to reroute traffic around damaged facilities, and is capable of managing

trafific spikes resulting from emergency situations as required by Section 5a.202(a)(2).

The Company can change call routing translations as needed to reroute traffic around

damaged facilities. Changing call routing translations will also allow the Company to

manage traffic spikes througlrout its network, as emergency situations require.

Specifically, each central office building is supplied with standby generators and

battery back-up that enable the cenkal office to keep running until power is restored so

long as fuel is available, or until systern changes are made to reroute taffic. The

Company has battery backup at all office locations and in its electronic equipment sites.

Length of run time is determined by the equipment serving the area and the mrnber of

customers working out of the equipment. Generators are installed at all Cenhal Office

Iocations. They will continue to run as long as the Company has access to propane.

Section 5a.202{a)(2) requires ETCs that are designated by the Com-ission to "demonsrrate iB ability to remaitr
functional in emergency situatious, including a demonstration that it has a reasonable amount ofback-up power
to ensure fuoctioaality without an external power source, is able to reroute haffic around damaged facilities, and

is capable of managhg traftic spikes resulting &om emergency situatiotrs."
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Millington Telephone Co., Inc. (The Company), hereby certifies that it is able to

function in emergency situations as set forth in $54.202(a)(Z).t fne Company's network

is designed to remain functional in emergency situations without an extemal power

source, is able to reroute traffic around damaged facilities, and is capable of managing

traffic spikes resulting from emergency situations as required by Section 5a.202(a)(2\.

The Company can change call routing translations as needed to reroute traffic around

damaged facilities. Changing call routing translations will also allow the Company to

manage trafftc spikes throughout its network, as emergency situations require.

Specifically, each central office building is supplied with standby generators and

battery back-up that enable the central office to keep running until power is restored so

long as fuel is available, or until system changes are made to reroute traffic. The

Company has battery backup at all office locations and in its electronic equipment sites.

Length of run time is determined by the equipment serving the area and the number of

customers working out of the equipment. Generators are installed at all Central Office

locations. They will continue to run as long as the Company has access to fuel for

generators.

Section 5a.202(a)(2) requires ETCs that are designated by the Commission to "dcmonstrate its ability to remain

functional in emergency situations, including a demonstration that it has a reasonable amount of back-up power
to ensure functionality without an extemal power source, is able to reroute traffic around damaged facilities, and

is capable of managing traffic spikes resulting from emergency situations."
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MILLINGTON TELEPHONE COMPANY INC
GENERAL EXCHANGE TARIFF

MISCELHNEOUS SUPPORT PROGRAMS

8.3 Link-Uo lenn.essee
A. General

TRA No. 1

Section 8
Original Page 11

Link-up Tennessee is offered in altexchanges to provide subsidized
assistance to qualifying applicants, lt is intended to preserve and
promote subscribers.hip among low income househoids by providing a
credit to the installation and connection charge applicaole to the
provisioning of residence seryice.

B. Requlations
1. Persons wishing to quariff forthe credit must meet state

certification crtteria for eligibility. This credit is available only to
residence customers, and will be applied to the non-recurrfng
charges for the establishment of service for a single tetephoie line
per household, at the principle place of residencE.2. The subscriber must not be a dependent for federal income tax
purposes, unless the subscriber is more than sixty (60) years of
age.

3. The subscriber must meet the requirements of a state estabtished
income test.

C. Rates and Charoes
A non-recu,ing credit in the amount of one-harf (maximum.of $30.00) of
the installation and connection charges wilr be aiplied to the
subscribers total non-recurring instailation and connection charge.

8.4 ln-Class Room ComouterAccess
A. General

wth the excgntigl.$tle qgnthry rates for rn-crassroom Gomputer
Access seruice, Miilington Tebphone co., rnc concurs in the iutes,
regulations, and. connection charges governing the provision of this
ggruice (see Belrsouth General Subsiriber Tirffi sLction Ag.3z, prg",
77 and 7B). This shafi include allfree public tibraiies in any city, couity,
or town.

B. Regulations
This seruic9 islor computer access onry. n does not reprace
administrative business tines. Recurring charge includes touch
tone conditioning. rt does not include ttie FCCend user ctrarge or
E 91i charges. These charges wifi be added to the monthry *,i.;.C. Rates and Charoes

M

T

M
N

Monthly rate for this service shall be:

Moved from section 4, sh Revised page s and 2nd Revised page 6

$17.00

ISSUED: November 18, lggg

W. S. HOWARD, President

EFFECTIVE: January g, 2004
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MILLINGTON TELEPHONE COMPANY INC
GENEML EXCHANGE TARIFF

MISCELLANEOUS SUPPORT PROGRAMS
TRA No. 1

Section g
3d Revised page 12

Cancels 2nd Revised paf,e 12
8.5 Life Line Assistance Program

A. General
The LifeLine Assistance Program was designed to make telephone
service available to eligible residential subscribers. The discounts
apply to monthly recurring rates and qualifying residential customers.
Discounts are applied to existing tariffed rates and charges for
residential telephone service.

B. Reoulations
1. Lifeline Service is available only with residential service, excluding

foreign exchange service.
Lifeline Service is limited to one line per househotd at the
customer's primary residence.
The federaland state credits are applied to the Localservice bills
for qualified residential recipients of aid to Families with Dependent
Children (AFDC) Supplementalsecurity lncome (SSt), Food
Stamps, Medicaid or to customer's with household total gross
annual income at or below 125% of the federal poverty level.
Applications for this service will be verified with the state agency
responsible for administration of the programs mentioned in the
preceding No. 3.
The company will process all applications and apply the
appropriate credit on the customeds monthly bill.
Customers of Lifeline Service must notify the Company of any
changes that would affect qualification. Verification ot itigibilliy wilt
take place initially and at a minimum annuaily each year of service
thereafter. when the customer is no longer eligible for Lifeline
service, the discount will be discontinued and regular tariff rates
and charges would apply.
DDD Toll Restriction is offered at no charge to LifeLine customers.
No deposit is required from a Lifeline customer if DDD Toll
Restriction is added to their line.

C. Rates and Charges
MonthlyCredit (maximum of one line per qualified customer)
1. A discount of $10.00 will be given as a Federal LifeLine service

credit, plus a state credit of $3.50 for a total of $13.80 each month.2- Non-recurring charges are the same as Link-up Tennessee. see
Section 8.3, OriginalPage 1'1.

2.

3.

5.

6.

4.

7.

c
c

ISSUED: December 4,2003

W. S. HOWARD, President

EFFECTIVE: July 1, 2003
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MILLINGTON TELEPHOI\E COMPAIYY, INC.

Consolidated Financial Statements

December 31,2012

(V/ith Independent Auditors' Report Thereon and
Independent Auditors' Report on lnternal Control and Compliance)
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KPMG LLP
Suite 900
50 North Froni Street
Memphis, TN 38103-1194

Indepenilent Auditors' Report

The Board of Directors and Shareholder
Millington Telephooe Company, lnc. :

We have audited the accompanying consolidated Iinancial statements of Millinglon Telephone Company,

Inc. and subsidiary (theCompany) which comprise the consolidated balance sheet as of December3l,
2012, and the related consolidated statements of operations, comprehensive income, stoct*rolder's equity,

and cash flows for the year then ended, and the related notes to the consolidated financial statements.

Management's Responsibility for the Financial Statenents

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with U.S. geaerally accepted accounting principles; this includes the design

implementation, and maintenance of internal contol relevant to the preparation aad fairpresentatiou of the

consolidated financial statements that are free from material misstatement, whether due to fraud or elror.

A u ditor s' Resp o nsib ility

Our responsibility is to express an opinion on these coosolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America aad the standards applicable to financial audits contained in Government Auditing Standards,

issued by the Comptroller General of the United States. Those stasdards reguire that we plan and perform

the audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatemeot.

An audit involves perforrning procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial stateilnents. The procedures selected depeud on the auditors'judgment, including the

assessmeot of the risks of material misstatement of the sonsolidated financial statements, whettrer due to

fraud or error. [n making those risk assessments, the auditor considers intemal control relevant to the

entity's pre,paration and fair presentation of the consolidated finaucial statements in order to desigr audit
procedures that are appropriate ia the circumstances, but not for the purpose ofexpressing an opinion on

the effectiveness of fhe Company's internal control. Accordingly, we express no such opinion. An audit

also includes evaluating the appropriateness of aecounting policies used and the reasonableness of
significant acconnting estimates made by management, as well as evaluating the overall presentation of the

consolidated financial statsments.

We believe that the audit evidence we have obtained is sufficieot and appropriate to provide a basis for our

audit opinion.

Opinion

In our opinion, tble 2012 consolidated financial statements referred to above preseat fairln in all material

respects, the financial position of the Company as of Deceurber 31,2012, aad the results of its operations

and its cash flows for the year then ended in conformity with U.S. generally accepted accounting

principles.

XPIrG LLP i! r od6@ rmecd $.tifiV p.rtE6hip,
trE u,s. Mber fd ot KPilG hlerulhE, Coogeo{vE
rl(FMG h&n8ooBrl r sris s&y
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Other Matter

As part of our audit of the 2012 consolidated financial statements, we also audited the adjustrrents
described in note 2 that were applied to r€state retained earnings as of December 3l, 201L In our opinion,
such adjustments are appropriate and have been properly applied.

Other Reporting Required by Government AuditinE Standards

In accordance with Government Auditing Standords, we have also issued our report dated May 29, 2013 on
our consideration of the Company's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters,
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and complianee and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
witb Government Auditing Standards in considerhg the Company's intemal control over financial
reporting and cornpliance.

Kewe LL-

May29,2013
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MILLINGTON TELEPHONE COMPANY, INC.

Consolidated Balance Sheet

December 3 l, 2012

Assets

Cunent assets:
Cash
Accounts receivable, net
Materials and supplies
Prepaid expenses
Deferrcd income taxes
Income taxes receivable from E. Ritter & Company
Due from aftiliates

Total c-unent assets

Telephonc plant:
In-service
Under construction

Total telephone plant

Less accumulatcd depreciation

Net tclcphone plant

Other noncurent assets:
Nonregulated inv€stments, net

Liabilities and Stockholderrs Equity

Current liabilities:
Accounts payable
Accrued expenses
Customer deposits and advance billings
Other

Total current liabilities

Long-term liabilities and defened credits:
[.ong-term debt
Defened income taxes
Pension liability
Other

Total long-term liabilities and deferrcd credits

Stockholder's equity:
Common soik, io par value; f rhrres authorizcd, issued and outstanding
Retained eamings
Accumulatcd othcr comprehensive loss

Total stockholder's equity

See accompanying notes to consolidated frnancial statem€nts.
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MILLINGTON TELEPHONE COMPANY, INC.

Consolidated Statsment of Operations

Year ended December 3l,2AlZ

Operating revenues;
Local service
Network access

Data
Long distance
Other
Nonregulated sales

Total operating revetrues

Operating expenses:
Plant operations
Depreciation and amortization
Customer operations
Corporate operations
Data cost of sales
Noaregulated expenses
Taxes - other than income taxes

Total operating expemes

Operating loss

Other iscome (expense):
lnterest income
lnterest expense
Gain on extinguishment of post-retirernent benefit plan
Transaction expenses from sale of Company
Other

Total other income, net

Income before income taxes

Provision for income taxes

Net loss

See accomparying notes to consolidated financial statements.



REFERENCE WC DOCKET NOS. 10-90 AND 11.42

CONFIDENNAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER IN WC DOCKET NOS.'tO-90,07.135, 05-337,03.109,
CC DOCKET NO.01.92,96.45, GN DOCKET NO.09.51, WT DOCKET NO. 10-208, BEFORE THE FEDERAL COMMUNICATIONS
coMMtsstoN

REDACTED - FOR PUBLIC INSPECTION

MILLINGTON TELEPIIONE COMPAI{Y, INC.

Consolidated Staternent of Comprehensive Income

Year ended December 31,2012

Net loss
Other comprehensive income, net of tax:

Definecl benefit pension plan, net oftaxes ofl
Comprehensive income

See accompanying notes to consolidated financial statements.

I
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IUILLING:ION TELEPHONE COMPANY, INC.

Coorclidatcd Statocut ofstftkholdq'! Eqsily

Ys odcd Dambs l l, 2012

Retair€d
ardtrgc

Balal$.t DE€nb63l, ?01 I
Inpact of rcsutocnt rdjsihmh (trotc 2)

Balatrr! at DfiGmbs 31,201 t, ar rubtrd

Nd los3
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MILLINGTON TELEPEONE COMPAI{Y, INC.

Consolidated Staternents of Cash Flows

Ycar ended December 31, 2012

Cash flows from operating activities:
Net loss
Adjushnents to reconcile net income to net cash provided by

operating activities:
Noncash operating activitics :

Depreciation and amortization of telephone plant and noruegulated investments
Defincd bcnefit pension plan
Post retirement benefit
Gain on termination of post retirement benefits
Provision for defened income taxes
Uncollectiblc operating revenues
Gain on sal€ of properly, plant and equipment

Changes in operating asseB and liabilities:
Accounts receivable
Materials and supplies
Prepaid exp€nses
Due from affiliates
Incomc taxes
Accounts payable
Accrued expenses
Customer deposits and advance billings
Ottrer

Net cash provided by operating activities

Cash flows from investing activities:
Net repayments of receivables from Millington CATV, Inc.
Procecds from thc sale or maturity of investments
Proceeds from the sale ofproperty, plant and equipment
Purchase of prope(y, plant and equipmcnt

Net cash provided by investing activities

Cash flows from financing activities:
Payments on long-term debt
Redemption of preferrcd stock

Net cash used in financing activitics

Net increase in cash

Cash:
Beginning ofyear

End ofyear

Supplemcntal cash flow disclosures:
Interest paid
Incorne taxes rcfunded

See accompanying notes to consolidated financial statemcnts.
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MILLINGTON TELEPIIONE COMPAIIY, INC.

Notes to Consolidated Financial Staterneflts

December 31,2012

(1) Organization and Summary of Significant Accounting Policies

(a) Arganization

On December ll, 2012 Millington Telephone Company, Inc. (the Company) became a wholly
owned subsidiary of E. Ritter Communications Holdings, Inc. (RCH or the Parent), which is a

wholly owned subsidiary of E. Ritter & Company (ERC),

The Company provides local service, network access, long distance, and other communications

products and serrrices to businesses and individuals in portions of Fayette, Haywood, Shelby and

Tipton courdesjn West Tennessee. As of December3l,2012, the Company was providing local

,"*ir" ,o I 
""""ss 

irnes and residentrai high speai dara service to ! cutromers. in atidiiiorr,

approximatelyl of the Company's local service customers had selected the Company as their
primary long distance carrier as of Decernber 31,2012.

(b) General Disclosure of Regulatory Matters

The Company's telephone operations are regulated in nature and its telephone accouating records are

maintained in accordance with the rules and regulations of the Tennessee Regulatory Authority
(TRA), which substantially adhere to the rules and regulations of the Federal Communications

Commission. The Company's regu.lated operations are subject to the provisions of Finansial

Accouuting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 980,

Regtlated Operations. The Company's regulated operations are subject to the provisions of
regulatory accounting under which actions by regulaton can provide reasonable assurance of the

recognition of ar asset, reduce or eliminate the value of an asset and impose a liabiliry on a regulated

enterprise- Such regulatory assets and liabilities are required to be recorded and, accordingly,

reflected in the balance sheet of an entity subject to regulatory accounting. Accordingly, the

Company has not applied the acquisition method of accounting as described within ASC 805,
Business Combinations, with respect to the acquisition by RCH described above.

(c) Consolidation

These statements present the consolidated financial information of the Company and its wholly
owned subsidiary MTEL Long Distance, Inc. All intercompany accounts and transactions have been

eliminated in the consolidated financial statements.

(d) Use of Estlnates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect

the amounts of assets, liabilities, revenues and expenses, and disclosure of contingent assets and

liabilities at the date of the financial statements. The estimates and assumptions used in the

accompanying financial statements are based upon management's evaluation of the relevant facts
and circumstauces as of the date of the financial state,metrts. Actual results realized may differ from
these estimates.

(Continued)
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MILLINGTON TELEPIIONE COMPAI\'Y, INC.

Notes to Consolidated Financial Statements

December 31,2012

Cash Equivalents

The Company considers all highly liquid shorttemr invesxnents purchased with a maturity of
three months or less to be cash equivalents.

Aecounts Receivable

Accounts receivable are stated at the historical carrying amounts net of write-offs and allowances for
doubtful accounts. The allowance for doubtful accounts reflects the Company's best estimate of
probable losses inherent in the Company's receivables det€nnined on the basis of historical
experience, market conditions, currert trends, and any specifically identified customer collection
issues. Uncollectible accounts are written off when a settlem€trt is reached for an amount that is less
than the outstaading historical balance or when the Company has determined that co[ecltion-of the
balance is unlikely. At December 3l,I}lz,the Company iad an allowance recorded ofl
Materials and Supplies

Inventories are valued at the lower of cost (determined using average cost method) or marke! except
for copper wire and fiber optic cable inventories, which are valued at the lower of cost (determined
using specific-identification m€thod) or market.

Telephone Plant and Deprecialion

Telephone plant in-service is stated at original cost, including general overhead capitalized and an
allowance for funds used during construction. For financial reporting purposes, the Company
provides for depreciation using staight-line composite rates over the estimated useful lives of the
assets. Telephone plant not subject to regulation is included in nonregulated investnents.

When telephone plant is retired, the original cost, net of salvage, is charged against accumulated
depreciation. The cost of maintenance and repairs of telephone plant, including 0re cost ofreplacing
minor iterns not constituting substantial betterments, is charged to maintenance expefise as incurred.
When nonregulated property is retired, the cost of the property and the related accumulated
depreciation are removed from the balance sheet, and any gain or loss on the transaction is recorded.

Long-Lived Assets

The Company reviews the carrying value of long-lived assets for impairment whenever events and
circumstasc€s indicate that the carrying value of an asset may not be recoverable from the estimated
future cash flows expected to result from is use and eventual disposition. When undiscounted
expected future cash flows are less than the carrying value, an impairment loss is recognized equal to
an amouat by which the carrying value exceeds the fair value of the asset. The factors considered by
the Compaoy in perfomring this assessment include current operating results, trends and prcspects,
as well as the effects of obsolescence, demand, competition and other economic factors.

Revenue Recognition - Network Access and Long-Distance Setilements

Revenues are recognized when earned and are primarily derived from usage of the Company's local
exchange networks and facilities. The Company accrues unbilled revenues earned from the date of
the customers' last billing to the end of the accounting period- Certain toll and access service

(e)

a

@

(h)

(i)

(j)

(Coatinued)
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MILLINGTON TELEPEOTIE COMPA}TY, INC.

Notes to Cousolidated Financial Statements

December 3l,20lZ

revenues are estimated under cost separation procedures that base revenues on current operating
costs and investments in facilities to provide such services,

The Company also participates in revenue pooling arrangements with other local service providers.
Such pools were funded by local interexchange carriers arld other providers of telecommunications
services. Settlernents with these revenue pooling arrangements are subject to retroactive adjustrneirts
from the pool members. The impacts of these adjustments are recorded in the period in which they
are reported to the applicable pool administrator. During 2012, he Company recorded out-of-period
pooling ad.lust*errts o^ff (increase to earnings) io neturork access revenue.

(k) Broadband Stintulus Grant

trn Octoberof 2010, the Company was awarded a Broadband Initiative Program loan and grant
administered by the Rural Utilities Service (RUS) to extend its fiber optic network to certain rural
areas iu West Tennessee. The approved funding of the projea is as follows:

RUS funded loan
RUS grant

Total loan and grant

The consEuction costs of the project are included in construction in progress. As portions of the
project are completed, the Company applies for funding from RUS based on the approved plan in the
loan and grant agreement. The grant money received for reimbursement of capital expenditures is
accounted for as a deduction from the cost of the asset. The resulting balance sheet presenhtion
reflects thelinvestment in the assets in propefry, plant and equipment. Depreciation is calculated
aud recorded based on thel investrnent,

As of December3r,2012. the companyr::l,lJH*-rrr"S"""rr,j"lr**u,tures tunded by

H;,1*T#JL"'*IF"*,,;r:'*::ru:IH:nr**ry;:;s*
reduced by the related RUS grant and are rreflected in the Company's linancial statements at a cost of
zero. The interest rate orr the stirnulus loan is set based on the cost of bonowing by the United States

Treasury and is calculated for each draw on the loan.

E nvironil entsl Re nediation Liabtilty

The Company accrues for losses associated with envirounental obligations when such losses are
probable and can be reasonably estimated. The carryiag amount of liabilities is regularly reviewed
and adjusted for new facts.

Income Taxes

Income taxes are accounted for using the asset and liabiliry method. Deferred taxes are recopized
for the tax consequences oftemporary differences by applyrng enacted statutory rates applicable to
fiiture years to differences between the financial statement carrying amounts aad the tax bases of
existing assets and liabilities. The Company is included in the ERC consolidated federal and state tax

$

(t)

(n)
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returns beghning on the acquisition date. Income tax expense is calculated on a separate return
computational basis.

The Company recoegdzes tax positions which are more likely than not to be sustained. The Company
has determined that it does not have anymaterial unrecognized tax benefits as of December3l,
20t2.

Fair Value of Assets and Liobilities

The Company has estimated the fair value of its financial instrunents using available market
information or other appropriate valuation methodologies. Considerable judgment, however, is
required in interpreting market data to develop certain estimates of fair value. Accordingly, certain
estimates are not necessarily indicative of the amounts that the Company would realize in a current
market exchange,

The carrying value of cash and cash equivalents, accouats receivable, accounts payable and due from
affiliates approximates fair value because of the short maturity of those instrurnents.

Defined Benefit Plon

The funded status of the defined benefit pension plan (the Plan) is measured as the difference
between the fair value of the Plan's assets and the projected benefit obligation (PBO) as of the
consolidated balance sheet date. The unrecognized loss, prior service credit and transition asset
existing at the time of adoption of the Financial Accounting Standards Board's (FASB) standard for
pension accounting is included in accumulated other comprehensive loss.

Subsequenl Events

The Company has evaluated the effect subsequeut events would have on the financial statements
through May 29,2013 which was the date the financial staternents were available to be issued.

(n)

(o)

(p)
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(2) Restatement

Subsequent to the issuance of the December 31, 20l l financial statements, several errors were identified in

the Company's prior period financial statements, which managernent has corrected by restating retained

eamings and accumulated other comprehensive loss (AOCL) as of December3l, 2011. The items

comprising the adjustments to January 1,2012 opening retained eamings and AOCL are as follows:

Misstate,ments within retained eamings;
Advanced billings liability understatement
Carrier access billings receivable overstatement
Accounts payable overstatenxent
Materials and supplies overstatement
Accrued expelses overstatement

Overstatement of 201I retained eamings before income tax benefit

Income tax benefit of above adjustments to 201 I retained earnings
Income tax corrections exclusive of the above
Reclassification to tax effect AOCL

Net decrease to retained earnings at December 31, 201I

Misstatements within AocL:
Reclassification to tax effect AOCL
Understatement of net pension liability

Net decrease to AOCL at December 31, 201I

Additionally, I of previously appropriated retained earnings have beeu reclassified to

unappropriated retained earnings as the matter giving rise to the appropriated retained earnings was no

longer relevant at December 31, 201L

The primary reason that 20ll retained earnings were overstated is due to an elror in recording advance

billings related to local service and network access. In addition, inventories were overstated primarily due

to lack of an appropriate valuation allowance to reflect their condition. Corrections were also made to the

recorded defened income tax assets and liabilities. Restatements of AOCL were also necessary due to

AOCL having previously been re,ported without a tax effect and to increase the AOCL pension liability
component which was understated.

It is not practical to deterurine the effect of these restatement adjustrrents on net income for the year ended

December 31, 201 l.

t2 (Continued)
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Telephone Plant

Telephone plant in-service at December 31,2012 is summarized as follows:

Estimated
useful
lives

(3)

Land
Support assets

Central office switching
Central offi ce transmission
Originating/terminating assets
Cable and wire facilities

Indefinite
33
I
8

6

20 -33

Depreciation expense for telephone plant waslfor 2012. Such provision, as a percentage of the
average balance of telephone plant in service wasl. The Company periodically evaluates the
depreciable lives of its property, plant and equipment and makes adjustments to its depreciation rates

accordingly.

(4) Nonregulated Investmeuts, Net

Nonregulated investments, net consist of the following:

Estimated
useful
lives

Properly and equipment:
Land
Buildings and leasehold improvements
Ioternet and security systerns equipment
Other

Accumulated depreciation

Inventory
Other nonregulated investments

Property and equipment included in nonregulated investments in the accompanying balance sheet is stated

at original cost. Depreciation on nonregulated investnents is computed using the straightJine method for

t3 (Continued)
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both financial reporting and income tax purposes over an estimated useful life of five years. Depreciation
expense of the nonregulated property *d "quip*.ntlu"rJ
During 2012 the Company fully impaired leasehold improvements with a carrying value of I
presented within nonregulated investments, net as of December3l,20ll. These leasehold improvernents
relate to facilities expected to be vacated as a result of the acquisition of the Company by RCH in
December 2012. As such facilities are used by Millington CATV, Inc. (MCATV), an affiliated entity also

acquired by RCH in December 2012, the impairment charges, net of the future tax benefit to be realized by
MTC, were charged to MCATV and are included in due from affiliates in the December3l, 2012
consolidated balance sheet.

Income from nonregulated investonents is as follows:

Data revenues
Data cost of sales

Net data revenue

Sales:
Customer premises equipment revenue
Security systems
Other income

Total sales

Expenses;
Cost of customer pronises equipment
Cost of security systems
Other expenses

Total expenses

Pretax income from nonregulated investments

(5) Long-Term Debt

Lorg-term debt at December3l,20l2 consists ofltorrowed from the RUS under the Company's
2004 Loan Agreernent among the Company, the United States of Ameriea, and the Rural Telephone Bank.
ln December 2012, all of the previous loans drawn under this loan agreement, orcept the Stimulus Loan,
were repaid. The Loan Agreement is secured by all of the assets of the Company and contains loan
covenantsr including restrictions on dividends, reporting requirements, and certain operational
requirements during the construction. The Company was in compliaoce with the loan covenants on
December 31,2012.

The RUS will have a retained security interest in the assets funded by the broadband stimulus grant ov€,r

the economic life of the project (22 years). In the went of default of the terms of the agreernent, the
government could exercise the rights undq the retained security interest to gain control and ownership of
these assets,

t4 (Continued)
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(6) Income Taxes

The provision (benefit) for income taxes afkibutable to the Company's regulated aod

activities is as follows:

F.egulated Nonregulated

nonregulated

Total

Current:
Federal
State

Defened:
Federal
State

The differences between the federal taxes at the statutory rate and the Cornpany's provision for income
taxes are as follows:

Federal taxes at the statutory rate
State income tax - net offederal benefit

Non-deductible transaction costs

Other :I
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The tax effects of temporary differeoces that give rise to significaot compotrents of the Company's
deferred income taxes at December 31,2012 are as follows:

Curent deferred tax assetsl
Allowance for doubtful accounts
Inventories
Compensated absences
Other

Net current deferred
tax assets

Noncurrent defened tax assets (liabilities):
Telephone plant
Pension, net
Acsumulated other comprehensive loss

Noncurrent deferred
tax liabilities

ln assessing the realization of deferred tax assets, managemetrt considers whether it is more likely than not
that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred
tax assets is dependent upon the generation of future taxable income during the periods in which those

temporary differences become deductible. Management considers the scheduled reversal of deferred tax
liabilities (including the impact of available carryback and carryforward periods), projected future taxable
income aud tax planning strategies in making this assessment. Based upon the level of historical taxable
income and projectious of future taxable income over the periods in which the defened tax assets are

deductible, managemetrt believes it is more likely than not that the Company will realize the benefits of
these deductible differences at December 31, 20L2. The amount of the defered tax asset considered
realizable; however, could be reduced in the near term if estimates of future taxable income during the
carryforward period are reduced.

0 Operating Leascs

The Compaoy leases its retail phone store operations ceoter from the estate of a former shareholder, such

expenses totaled $36,780 in 2012.

:I
Rental expense under operating 1."r". *"rf ir 2olz. Future minimum lease pa),ments under these

leases are as follows:

2013
Thereafter

l5 (Continued)
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(8) Employee Benefit Plans

Defined Benefit Pension Plan

The Company sponsors a noncontributory defined benefit pension plan covering substantially all its
employees, Pension benefits arebased on an employee's years ofcredited service and compensation during
the last five years of employment. Plan assets consist primarily of interest-bearing cash, debt securities and
equity securities. The Company's funding policy is to satisfr the funding requirements of the Employee
Retirement Income and Security Act of 1974.

The following table presents a sumrnary of plan assets, projected benefit obligation,
benefit activity of the Plan as of December 31,2012:

Change in PBO:
At beginning of year, as restated

Service cost
Interest cost
Settlements
Benefits paid
Actuarial gain

At end ofyear

Change io plan assets:
Fair value at beginning ofyear

Actual retum
Employer contributions
Benefits paid

Fair value at end ofyear

Funded status:
Funded status at the end ofthe year

Amounts not yet reflected in net periodic benefit cost and
included in (AOCL):

Prior service credit
Accumulated loss

AOCL

Cumulative employer contributions less than net benefit cost

Net amount recognized in consolidated balance sheet
Amounts not yet reflected in net periodic benefit cost and

expected to be amortized in next year's net periodic benefit cost:
Prior service credit
Accumulated loss

funded stahrs, and

t7 (Continued)
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Components ofnet periodic benefit cost:
Service cost
Interest cost
Settlernents, net
Expected retum on plar assets
Amortization of prior service credit
Amortization of accumulated net loss

Net periodic benefit cost

Weighted average assumptions to determine benefit
obligations:

Discount rate
Rate of compensation increase
Measwement date

Weighted average assumptions to determine net cost:
Discount rate
Expected long-term rate ofreturn on plan assets during

year
Rate of compensation increase

Accumulated benefit obligation
Information for pension plans with PBO in excess of plan

assets:

PBO
Fair value ofplan assets

Expected cash flow for the Plan:
Expected return of assets to ernployer in next year
Expected employer conhibutions for next year
Expected benefit payrnents for year ending in:

2013
2014
2015
2016
2017
Next 5 years

The assumptioru above are used to develop the benefit obligations at fiscal year-end and to develop the net
periodic benefit cost for the subsequent fiscal year. Therefore, the assumptions used to deterrnine net
periotlic benefit cost for each year are established at the end of each previous year, while the assumFtions
used to determhe benefit obligations are established at each year-end,

The net periodic benefit cost and the besefit obligations are based on actuarial assumptions that are
reviewed on an annual basis. These assumptions are revised based on au annual erraluation of long-terrn
trends, as well as market conditions that may have an impact on the cost of providing retirernent benefits.

l8 (C,ontinued)
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The expected rates of rehlB on plan assets represent the Company's long-term assessme,lrt of retum
expectations, which may change based on shifts in economic and financial market conditions. The 2012
expected rates ofreturn for these plans reflect the long-term outlook for a globally diversified portfolio,
which is inlluenced by a combination ofretum expectations for individual asset classes, actual historical
experience and the Company's diversified investment strategy. The historical reh.rn$ are one of the inputs
used to provide context for the development of expectations for future returns. Using this information, the
Company develops ranges ofreturns for each asset class and a weighted average expected retum for the
target portfolio.

The Plan's asset allocations, including target allocations, and actual weighted averages, at December 31 are
as follows:

2012
Target @

Certificates of deposit
Debt securities
Equity securities
Altemative assets

The Target allocation of assets was changed when MTC was acquired bV RCH. The target will more
closely iatch the target of ERC Plan
assets) beginning in lQ 2013.

December 31, 2012

Assets:
Certificates of deposit
Debt securities
Equity securities

The Administrative Committee of the Plan is responsible for the overall investnent skategies of the Plan
and selection of investment managers to matrage the assets.

The investment strategies are of a long-term nature and are designed to meet the following objectives:

. etrsure that funds are available to paybenefits as they become due;

. maximize the total return subject to prudent risk taking; and

. preserve and/or improve the funded status of the Plan over time.
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Investment policies and shategies are periodically reviewed to ensure the objectives are met considering
any changes in beneflt plan design, market conditions and othermaterial items.

Effective April 1,2013, the Company froze its Plan and employees of MTC became participants in the
Retirement Plan for Employees of E. Ritter & Company and Corporate Subsidiaries. Management has not
yet evaluated the effect ofthis freeze on the 2013 consolidated financial statements.

401(k) Plan

The Company sponsors an ernployee savings plan under Section40l(k) ofthe lnternal Revenue Code
(the40l(k) Plan) covering substantially all firll+ime employees. Employees may elect to conribute a
portion of their eligible pretax compensation up to certain limits as specified by the 401(k) Plan. The
Company also makes matching contribulggg_q1a rate of f of the firstlof an ernployee's deferral.
Expense related to the 401(k) plan wasf l.ozolz.-
Post-retirement BeneJits Other than Peflsions

Historically the Company has offered certain medical, dental and life insurance benefits to substantially all
retired employees. A related post-retirement benefit expense was accrued annually as active employees
eamed those benefits and all benefits were paid as incurred. fluring2}l}, the Company terrrinated all of
these postretirement benefits and made pa)ments orl,o settle all future obligations related to
post-retirement benefits. A gain on termination of the Plan oflis included in other income in the
accompanying consolidated statement of operations.

(9) Related-PartyTransactions

The Company fumishes labor and benefits to Millington CATV, lnc. and is reimbursed for all incurred
costs. the Company billed MCATV I under this arratrgement drning 2012, and also billed
Iro rnr.r.i, oue onaccounrs roe-,vabre.

RCH provides certain administrative services to its affiliates and ERC and its subsidiaries provide major
Portions of accounting and administrative services to the Company. All of these services provided to the
Company are primarily billed to the Company in ttre form of a management fee. Charges to the Company
&om affiliated entities are calculated based upon cost and a rate of return to provide such services as
prescribed by the regulatory process. These charges began in December2Ol2 when RCH acquired the
Company. Related income and expenses for 20l2are summarized as follows:

Operating expenses:
Consulting fees - RCH
Management fees - RCH

Total operating expenses :I
20 (Continued)
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Receivables (payables) arising from related-party transactions at December 31,2012 are as follows:

RCH
MCATV :I

As a part of the fonner shareholders' sale of their MTC common stock to RCH in December20l2, the
Company puid I of transaction expenses included in other expense in the accompanying
consolidated statement ofoperations. These expenses are treated as nondeductible for income tax reporting
purPoses.

As part of the December ll,2012 hansaction, MTC received payment fot tU" f receivabte due
from MCATV as of that date.

(10) CommifmentsandContingencies

During 2012 the Company reviewed several areas of environmental compliance and identified areas that
required remediation. A reserve for environmental reruediation in the amourt of I is included in
accrued expe$ies in the accompanying consolidated balance sheet at Decenrber 31, 2012. Operating
experces includefrelated to the establishment of this reserve.

(11) Concentrations

No entity accounted for more than lof revenues during 2012.

The Company had receivables from the following entities representing more thanl of total receivables
at December 31:

National Exchange Carriers Association
Universal Service Adminisnative Company
Verizon Communications, [nc.

No other entity accounted for more thanl of receivables at Decernber 31,2A12.

2t
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KPMG LLP
Suite 90u
50 North Front Street
Memphis, TN 38103-1194

Independent Auditors' Report on Internal Conhol over Financial Reporting and on
Compliance and Other Matters Based on an Audit of F'inancial Statements Performed

in Accordance With Government Auditing Standards

The Board of Directors and Shareholder
Millington Telephone Company, Inc.:

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits containeA in Government Auditing Standards,
issued by the Compholler General of the Uuited States, the consolidated financial statements of Millingon
Telephone Company, Inc. and subsidiary (the Cornpany), which comprise the consolidated balance sheet as
of December 31, 2012, and the related consolidated statements of operations, comprehemsive income,
stocktolder's equity, and cash flows for the year then ended, and the related notes to the consolidated
financial statements, and have issued ourreport thereon dated May 29,2013.

Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the
Company's internal control over financial reporting (intemal control) to determine the audit procedures
that are appropriate in the circumstances for the puqrose of expressing our opinion on the consolidated
financial statements, but not for the purpose of expressing an opioion on the effectiveness of the
Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the
Company's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identifo all deficiencies in intemal conhol that miglrt be material wealoesses or
significant deficieucies and therefore, material weaknesses or significant deficiencies may exist that were
not identified.

A defioiency in intemal conhol exists when the design or operation of a conhol does not allow
management or ernployees, in the normal course of performing their assiped functions, to prevent, or
detect and corect, misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in intemal conkol, such that there is a reasonable possibility that a material misstaternent of
the entity's financial statements will not be prevented, or detected and corrected on a timely basis. We did
not identif any deficiencies in intemal control over financial reporting that we consider to be material
wealcnesses, as defined above.

A sigrrificant deficiency is a deficienry, or a combination of deficiencies, in intemal control that is less
severe thatr a mat€rial weakness, yet important e,nough to merit atteution by those charged with
governance. We did not identift any deficiencies in internal control ovEr finaacial reporting that we
consider to be sigaificant deficie,ncies, as defined above.

22
XPiIG ltP b t DdffG [ni!d [rb&y p.nromtp.
lh. U.5. llMbs fim ot fPfi€ ht!@{oill Cooprrstiw
(I(PiE 1ft.@lih.fl. r S{l3r 6tty



REFERENCE WC DOCKET NOS. 1O-90 AND 11.42

CONFIDENTIAL FINANCIAL INFORMATTON - SUBJECT TO PROTECTIVE ORDER IN WC DOCKET NOS. 10.90, 07.135, 05-337, 03.109,
CC DOCKET NO.01.92,96.45, GN DOCKET NO.09.51, WT DOCKET NO. 10-208, BEFoRE THE FEDERAL CoII/iMUNICATIoNS
COMMISSION

REDACTED. FOR PUBLIC INSPECTION

Compliance and Other Matters

As part ofobtaiaing reasonable assurarce about whether the Company's consolidated financial statements
are &ee from material misstatement, we perfonned tests of its compliance with certain provisions of laws,
regulations, conhacts, and grant agre€ments, nolcompliance with which could have . dir"ct and material
effect on the determination of Iinancial statement atnounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingln ie do-not express such an
opinion. The results of our tests disclosed no irstances ofnoncompliance ii other matters that are required
to be reported wdet Goyemment Auditing Standards.

Purpose ofthis Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliaoce
and the results of that testing, and not to provide an opinion on the effJctiveness of the Company's int"*rt
control or on compliance. This report is an integral part of an audit performed in accoriance vrith
Government Auditing Standards in considering the Company's iotemal conhol and compliance.
Accordingly, this communication is not suitable for any other purpose.

t&pt<* Ltr
May29,2013
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May29,2013

KPMGLLP
50 N Front St #900
Memphis, TN 38103-1109

Ladies and Gentlemen:

We are providing this letter in connection with your audits of the consolidated balance sheet of Millington
Telephone Company, Inc. and subsidiary (the Company) as of December 31,2012, the related consolidated
statements of income, comprehensive incomq stockholder's equity and cash flows for tfre year then ended,

and the related notes to the financial statements, for the purpose of expressing an opinion as to whether
these consolidated finansial statements present fairly, in atl material respects, the financial position, results

of operations and cash flows of the Company in conformity with U. S. generally acceped accounting
principles.

We are also providing this letter in connection with your audit of ttre adjustments to restate retained

eamings as of December 3 l, 201 I (Restatement Adjushnents) related to the matters as described in Note 2
to the consolidated finansial statements, to sorrect a misstatement for the purpose of expressing an opinion
as to whether the Restatement Adjustments are appropriate and have been properly applied in conformity
witlr U.S. generally accepted accounting principles. These financial statements were audited by Walls &
Company. We understand that you have not been engaged to audit review, or apply procedures to the
20ll consolidated financial statements of the Company other than with respect to the Restatement

Adjustments and, accordingly, you will not express an opinion or any form of assurance on the 20ll
financial statements taken as a whole. All of the applicable representations below also apply to your audit

of the Restatement Adjustments.

Certain representations in this letter are described as being limited to matters that are material. Items are

considered material, regardless of size, if they involve an omission or misstatement of accounting

information ttrat, in the light of surrounding circumstances, makes it probable that the judgment of a

reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We confrrm, to the best of our knowledge and belief,, the following representations made to you during
your audit and your audit of the adjustments as described in Note 2:

l. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated

June 28, 2012 (and amended March 19, 2013), for the preparation and fair presentation of the

consolidated financial statements in accordance with U.S. generally accepted accounting principles.
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We have made available to you:

a. All records, documentation, and information that is relevant to the preparation and fair
presentation of the consolidated financial statements;

b. Additional information that you have requested from us for the purpose ofthe audit;

c. Unreshicted access and the full cooperation of personnel within the entity from whom you

determined it necessary to obtain audit evidence; and

d, All minutes of the meetings of stockholders, directors, and committees of directors, or

summaries of actions of recent meetings for which minutes have not yet been prepared.

Except as disolosed to you in writing, there have been no communications from regulatory agencies

concerning noncompliance with, or deficiencies in, ftnancial reporting practices.

There are no:

Violations or possible violations of laws or regulations, whose effects should be considered for
disclosure in the consolidated financial statements or as a basis for recording a loss contingency.

Unasserted claims or Eusessments that our lawyer has advised us are probable of assertion and

must be disclosed in accordance wi*r Financial Accounting Standards Board (FASB) Accounting

Standards Cod ifi cation (ASC) 450, Cont ingencies.

Other liabilities or gain or loss contingencies that are required to be accmed or disclosed by
FASB ASC 450, Contingeacies, except as disclosed in the c.onsolidated financial statements or

notes to the consolidated financial statements.

Material transactions that have not been properly recorded in the accounting records underlying

the consolidated fi nancial statements.

Events that have occurred subsequent to the balance sheet date and tkough the date ofthis letter

that would require adjustnent to or disclosure in the consolidated financial statemenb.

All known actual or possible litigation and claims have been accounted for and considered for

disclosure in accordance with ASC 450,Contingencies.

The effects of the uncorrected financial statement misstatements summarized in the accompanying

schedule are immaterid, both individudly and in the aggregate, to the consolidatsd financial

staternents taken as a whole.

We acknowledge our responsibility for preventing and detecting fraud, including the design and

implementatioriof programs and sontols to prevent and detect fraud; for adoping sound accounting

poii"ier; and for the design, implementation and mainEnance of internal control relevant to tle
pr"prr"iion and fair presentation ofthe consolidated financial statements and to provide 1eryona!!9
assurance against the possibility of misstatements that are material to the consolidated finusial
statements whether due to error or fraud.

We have disclosed to you all deficiencies in the design or operation of intemal control over fiuancial

reporting of which wi 
"re 

aware, whioh could adversely affect the Company's ability to initiate,

,

c.

d.

5.

6.

7.

8.
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authorize, record, process or report financial data. We have separately disclosed to you all such

deliciencies that we believe to be significant deficiencies or material weaknesses in intemal control
over financial reporting, as those terms are defined in AU-C Section 265, Communicating Inlernal
Control Related Matlers ldentified in an Audit.

We have disslosed to you the results of our assessment of the risk that the consolidated financial
statements may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud affeoting ttre entity invotving:

a, Management,

b, Employees who have sigaificant roles in internal control over financial reporting or

c. Others where the fraud could have a material effect on the consolidated financial statemenb.

We have no knowledge of any atlegations of fraud or suspected fraud affecting the entity received in
communications from employees, former employees, analysts, regulators, short sellers or others.

The Company has no plans or intentions that may materially affect ttre carrying value or
classification of asseb and liabilities.

We have no knowledge of any officer of the Company, or any other person acting under the direction

ttrereof, having taken any action to fraudulently influence, coerce, manipulate or mislead you during
your audit.

The following have been properly reeorded or disclosed in the consolidated financial staternents:

a. Related pa(y relationships and tansactions, of which we ar€ aware, in accordance with the

requirements ofU. S. generally accepted accounting principles, including sales, purchases, loans,

transfers, leasing arrangements, guarantees, ongoing contractual commitments and amounts

receivable from or payable to related parties.

b, Guarantees, whettrer written or oral, under which the Company is contingently liable, including
gua$nt€e contacts and indemnification agreements pursuant to FASB ASC 460, Guarantees,

c. Signifrcant estimates and material concentrations known to management that are required to be

disclosed in acsordance with FASB ASC 275, Nslro and Uncertainlies. (Significant estimates

are estimates at the balance sheet date, wtrich could change materially within the next )rear.
Concentrations refer to volumes ofbusiness, revenuesr available sources ofsupply, or markets or
gEographic areas for which it is reasonably possible tlat events could occur which would
significantly disrupt normal finances within the next year.)

d. Siguificant common ownership or management contol relationships requiring disclosure.

e. Capital stock repurchase options or agreements or capital stock reserved for options, warrants,

conversions, or other requirements.

f. Anangements with financial institutions involving compensating balances or other arrangements

involving restrictions on cash balances and lines of credit or similar arrangements.

g. Agreements to repurchase assets previously sold, including sales with r€course.

9.

i0.

I l.

t2.

13.

t4.
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h. Changes in accounting principle affectingconsistency.

i. The Company has satisfactory title to all owned asseB, and there are no liens or encumbrances on
such assets, nor has any asset been pledged as collateral, €xccpt as disclosed in the financial
statements.

The Company has complied with all aspects of laws, regulations, and contractual agreements that
may affect the consolidated financial statements in the event of noncompliance.

The a{ustments described in Note 2 are appropriate and have been properly applied in conformity
with U. S. generally accepted accounting principles including any effects on subsequent periods.

There have been no:

a. Instances of fraud that could have a material effect on the adjustments.

b. Allegations, either written or oral, of misstatements or other misapplication of accounting
principles in the Company's adjustrnents that have not been disclosed to you in writing.

c, Allegations, either written or oral, of deficiencies in internal contol that could have a material
effect on the Company's adjustrnents that have not been disclosed to you in writing.

d. False statements affecting the Company's adjustnents made to you, our internal auditors, or
other auditors who have audited entities under our control upon whose work you may be relying
in connection with your audit.

There arc no material fansactions that have not been properly recorded in the accounting records
underlying the adjustments.

Receivables reported in the consolidated financial statements represent valid claims against debtors
for sales or other charges arising on or before the balance sheet date and have been appropriately
redused to their estimated net realizable value.

The following information about financial instruments with oFbalance-sheet risk and financial
instruments with concentrations of credit risk has been properly disclosed in the consolidated
financial statements:

a. Extent nature, and terms of financial instruments with off-balance-sheet risk;

b. The amount of credit risk of financial insEuments with off-balance-sheet credit risk, and
information about the collateral supporting such financial insfuments; and

c. Signifrcant concentrations of credit risk arising from all financial instsuments and information
about the collateral supporting such financial inshuments.

The Company has accounted for asset retirement obligations in accordance with FASB ASC 41(}.20,
,4sset futirement and Environmmtal Obligaions -- Asset Retirement Obligatioru. All legal
obligations, including those under the doctrine of promissory estoppel, associated with the retirement
of tangible long-lived assets have been recognized. The Company recognized the obligations at fair
value.

15.

t6.

17.

18.

19.

20.

21.
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22.

23.

The Company has appropriately grouped longJived assets together for purposes of assessing
impairment in accordance with FASB AsC 360, Property, Ptmt and Equtpmint.- Wehave reviewei'
long-lived assets, including amortizable intangible assets, to be held 

-and 
used, for impairment

whenever events or changes in circumstances have indicated that the carrying amount of tire assets
might not be recoverable. Provision has been made for any material adjustmens to long-lived asseb
including amortizable intangible assets.

We are responsible for making the fair value measurcments and disclosures included in the
consolidated financial statements in accordance witr FASB ASC 820, Fair Yalue Meastrement ond
Disclosures, including determining the fair value of assets and liabilities for which there has been a
significant decrease in the volume and level of activrty in relation to the normal market activity for
those assets or liabilities (or similar assets or liabilities) or for whish tansactions are deemei not
orderly. As part of fulfilling this responsibility, we have established an accounting and financial
reporting Process for determining the fair value measurements and disclosures, in alcordance wittr
the- flir value techniques included in FASB ASC E20, considered the appropriateness of valuation
techniques, including circumstances in which a practical expedient may U" used to estimate fair
value, adequately-supported any sigrificant assumptions use{ and ensured that the presentation and
disclosure of the fair value measurements are in accordance with U. S. generatly accepted accounting
principles including the disclosure requirements of FASB ASC 820. Wi Uetieve Ue aisumptions ani
tgchniques used by us, including those used by specialists engaged by us, are in accordance wittr the
definition of fair value in FASB ASC 820 and ttre disclosures adequately describe the level of the
inputs used in the fair value measuremen! in accordance with the fair value hierarchy in FASB ASC
E20.

I"__CoT!1nI is responsible for determining the fair value of financial instrumonts as required by
FASB ASC 825, Financial Instruments. The amounts disclosed represent tre Company's best
estimate of fair value of financial instruments required to be disctosed under FASB ASC SiS. The
Company also has disclosed the methods and significant assumptions used to estimate &e fair value
of financial instuments ald any changes to those methods and sipificant assumptions, if any, as
required by FASB ASC 825.

We believe that all material expenditures that have been deferred to future periods will be
recoverable.

We believe that the actuarial assumptions and methods used to me{uiure pension liabilities and costs
for financial accounting putposes are appropriate in the circumstances.

Provision has been made for any material loss that is probable Aom environmental remediation
liabilities. We believe that such estimates are reasonable based on available information and that the
liabilities and related loss contingencies and the expected outcome of uncertainties have been
adequately disclosed in the Company's consolidated frnancial statements.

Provision, whEn material, has been made for:

a. Losses to be sustained from inability to firlfill any sales commitments.

b, Losses to be sustained as a result ofpurchase commitnents for inventory quantities in exsess of
normal requirements or at prices in excess of the prevailing market prices,

24.

25.

26.

21.

28.
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c, Losses to be sustained as a result of the reduction of excess or obsolete inventories to their
estimated net realizabte value.

All sales hansactions enter€d into by the Company are final and there are no side agreements with
customers, or other terms in effect, which allow for the refum of merchandise, except fon
defectiveness or other conditions covered by usual and customary warranties.

The Company has properly accounted for and dis€,losed those arrangements in which goods and
services, or both, are to be delivered separately in a bundled sales arrangement in accordance with
FASB ASC 605-25, Revenue Recognition -- Iutultiple-Element Anangements, as amended by FASB
ASU 2009-13, Revenae Recognition (Topic 605): Multiple-Deliverable Revenue Arrangements
(FASB ASU 2009-13).

The consolidated financial staternenb disclose all of the matters of which we are aware that are
relevant to the entity's ability to continue as a going concem, including significant conditions and
events, and our plans.

A valuation allowance against defened to( assets at the balanca-sheet date is not considered
necessary because it is more likely than not the deferred tax asset will be fully realized.

The calculations of current and defened tax expense (benefrt) and the measurement ofthe related
current and defened tax assets and liabilities have been determined based on appropriate provisions
of applicable enacted tax laws and regrlations.

Uncertain tax positions have been accounted for in accordance with the provisions of FASB ASC
740, Income Tues.

We have not received any advice or opinion that contradicts the Company's support for the tax
accrual related matters, that contradicts the Company's financial statement amounts and
presentations, or that is necessary to understand the Company's tax accrual and related matters.

We agree with the findings of specialists in evaluating the accounting for the Company's
noncontributory defined benefrt plans and have adequately considered the qualifications of the
specialists in determining the amounts and disclosures used in the financial statements and
underlying accounting records. We did not give or cause any instructions to be given to specialists
with respect to thc values or amounts derived in an attempt to bias their worlg and we are not
otherwise awarp of any matbm that have had an impact on the independence or objectivity of the
specialists.

We have disclosed to you all accounting policies and practices we have adopted frat, if applied to
significant items or transactions, would not be in accordance with U .S. generally accepted
accounting principles. We have evaluated the impact of the application of each such policy and
practice, both individually and in the aggregate, on the Company's current period consolidated
financial statements and our assessment of intemal contol over financial reporting and the expected
impact of each such policy and practice on futue periods' financial reporting. We believe the effect
of these policies and practices on the consolidated financial statements is not material. Furthermore,
we do not believe the impact of the application of ihese policies and practices will be material to the
consolidated financial statements in funrre periods,

29.

30.

31.

32.

33.

34.

35.

36.

37.
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Further, we confirm that we are responsible for the fair presentation in the consolidated financial
stat€ments of financial position, results of operations and cash flows in conformity with U. S. generally
accepted accounting principles.

Very truly yours,

E. Ritter& Company

-&&- rt A*,
Clinton N. On
Vice President, Planning and Analysis
E. Ritter Commtmlcations Holdings, Inc.

Chief Financtal and Business Intelligence fficer
E. Ritter Commtmications Holdings, kc.
Millinglon Telephone Company, Inc.

Chief Financial Oflicer, E. Ritter & Company
Secretary/Tfeasurer, Millington Telephone, Company, Inc.

l/ice President, Administration and Tre asurer
E. Ritter & Company

Director ofAccbunting

Millington Telephone Company, Inc.

William F. Hanison
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KPMG LLP
Suite 900
50 North Front Street
Memphis, TN 381 03-1 194

May 1,2013

Audit Committee
E. Ritter & Company
Marked Tree, Arkansas

Ladies and Gentlemen:

In planning and performing our audit of the financial statements of E. Ritter & Company
(the Company) as of and for the year ended Dece,ruber 31, 2A12, in accordance wittr auaitin!
standards generally accepted in the United States of America, we considered the Company's
inte.mal control over fiuancial reporting (intemal contol) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose ofexpressing ouiopinion on
the financial statements, but not for the purpose ofexpressing an opinion on the effectiveness of
the Company's internal conhol. Accordingly, we do not express an opinion on the effectiveness
of the Company's internal control.

Our consideration of internal control was for the limited puqpose described in the preceding
paragraph and was not designed to identify all deficiencies in intemal control that might be
material weaknesses and/or sigpificant deficiencies and therefore, material weaknesses and/or
significant deficiencies may exist that were not identified. However, as discussed below, we
identified certain deficiencies in intemal conEol that we consider to be sipificant deficiencies.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that contols may become inadequate because of changes in conditi-ons, or that
the degree of compliance with the policies or procedures may deteriorate.

A deficiency in internal control exists when the design or operation ofa control does not allow
managemeot or employees, in the normal course of perfomring their assiped functions, to
Prevent, or detect and correct, misstatemerts ou a timely basis. A material weakness is a
deficiency, or a combination ofdeficiencies, in internal conhol, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected, on a timely basis. The identified significant deficieocy described
below is not considered to be material weakness.

A sipificant deficiency is a deficiency, or a combinatiou of deficiencies, in internal control that
is less severe than a material weakness, yet important enough to merit atteution by those charged
with governance. We consider the following deficiencies in the Company's internal contol to be
sigpificant defi ciencies:

KPiG LLP E ! Od&G lknitcd fl.titty p.rtnEhtp,
$E U.S. mFbB nm ol leMG ,nt mrtiffil Coop6th;!
('KPllG lnEDrbrEo, . S{l3! ary
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Nonroutine Transactions

The Company's existing control strucfure failed to prevent or detect a number of errors related to
the presentation and disclosure ofcertain activities related to acquisitions and divestitures. We
recommend that management reevaluate their conhol structure regarding the accounting,
presentation and disclosure for nonrecurring Eansactions.

Managemenl Response

Manage,ment agrees that our operating structure was not effective in developing the information
needed to properly record and document the purchase accounting details of the Millhgton
acquisition transaction on a timely and accurate basis. We underestimated the complexity of the
task, under-resourced the implernentation, and required more support from KPMG than should
have been required. Our accounting syste,ms and processes are focused on recording transactions
and issuing internal financial staternents. In 2013, we must develop additional capacity to
manage our extemal financial reporting and to beprepared for future transactions as we grow the
Company.

This communication is intended solely for the information and use of management, the audit
committee of E. Ritter & Company, and others within the organization, and is not intended to be,
and should not be, used by anyotre other than these specified parties. E. Ritter & Company's
unitten response to the sigrificant deficiency identified in our audit was not subjected to the
auditing procedures applied in the audit ofthe financial statements, and accordingly, we express
no opinion on it.

Very truly yours,

llpll,E- Lt?
Memphis, Tennessee
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Millington Telephone Company, Inc.
Millington, Tennessee

U7e have audited the accompanying consolidated balance sheets of Millington Telephone Company, Inc. as of
December 31,2017 and 2010, and the related consoldated statements of operations, changes in shareholders, equicy,
and cash florvs for the years then ended- These financial statements are the responsibiliry of lt/rllington Telephone
Company, Inc.'s management. Our responsibfiry is to express an opinion on these financial statemenis based on our
audit.

We conducted our audits in accordance with generally accepted auditing sfandards and the standards applicable to
flnancial audits contained in Couemnenl Aadiling Standarfu, issued by the Comptroller General of the United States.
Those standards require drat we plan and perform the audit to obtain reasonable assurance about whether the Frnancial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporrjng the
amounts and disclc,sures in the frnancial statements. An audit also includes assessing the accounting principles useJ and
the signifrcant esdmates made by management, as rvell as evaluating the overall financial statement presentation. We
beteve that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Millington Telephone Company, Inc. as of December 31,207"1 and 2A10, and the resuls of its operations and i1s cash
flows fot the years then ended in conformiry with U.S. generally accepted accounring principles.

In accordance with Coaernment -4nditing Standar*, we have also issued our reporr dated April .23, ZO':Z, on our
consideradon of Millington Telephone Company, Inc-'s intemal conrrol over financial reporring and our tests of irs
compliance with certain provisions of laws, regulations, contracts, and grants. That report is arr integral part of an audit
performed in accordance with Goaernmenl Auditing Standard.t and should be read in conjunction wi*r this report in
considering the results of our audit.

.,,il4*bor

,.-z4 r,,,e,ticoi.r,9nstitute

Cefiied Qub0ic .-Accountrrnb
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Millington Telephon e Company, Inc.
C on Bcffi ddtB{PeReBbErGtNspEcTloN
Decembet 31, 2011 and 2010

2nl1 2010
ASSETS

CURRENT ASSETS

Cash and cash equivalents

Accouats receivable, net ofreserye for doubtfi:l
accouats of 

-at 

December 31,20'l1and 2010, respecrively
lvlateriais and supplies inventory
Prepaid experises

Securities held for resale

Other receivables

Receivables - emple1,6s5 and af&liates

Total current assets

NON.CURRENTASSETS
N on-regu.lared investments:

Advances to affiliate

MisceJlaneous physical inventories

Miscellaneous physical properries, net of accurnujated
uc-ur.L'uurr ,^- 2i L,ecp6ha' -a 

i

Other non-regulated inves tments
2077 and 2010, respe*ively

Total non-reguJated investments

Propetty, Plant and Equipment
Telecommwrications plant in serrrice

Telecommunicadons plant under cofl structiorl

Less accumulated deprecia tion

Property, plaat and equipment, net

Total assets

The accompan)lng notes are an inregral part of these financial statements.
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Millington Telephone Company, Inc.
Co n ffiQAGJdF ts amBdgE&{€6 

! 
tGtrE0fl Ail

December 3'1,2017 and 2010

2411 2010
LIABILITIES AND SHAREHOLDERS' EQUIT}'

CURRENT U,{BILITIES
lccounts payable

Advance billiogs

Customet deposits

Accrued taxes

Other accrued experises

Revolving line o[ credit

Current portion of accrued postretirement benefits
Current maturities of long-term debt

To tal current liabil.ities

LONG-TERMDEBT
Notes pa1,xbls, less current Portiofl
RTB mortgage notes, iess current portion
RUS mortgage notes, iess current portion

Total long-term debt

OTHER LIABILITIES
Deferred income taxes

Accrued postretirement ben efits

Accrued pension costs

Total other liabilities

Total liabilities

SFIAREHOLDERS' EQUiT}'
Preferred stock -

ares issued and

E^t
Common stock - no p., ,"1o., fshares authodzed,

Jh.r.r issued aod outstanding

Retained earnings - appropriated
Retained earnings - unappropriated

Accumr:lated other comprehensive iocome

Total shareholders' equity

Total [abi.Lties af,rd shareholders' equity
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Millington Telephone Company, Inc.
Co n ffi RilQJ# B raE&Btrlt$ rdF 

WTEQEH$|
For the yeats ended December 31,201"1and 2010

2011 2010
Op..ting Reveoues

Basic local necwork service

Nenvork access sewice

I-ong distance necwork senice

Carrier billing reveoue

Miscellaneous reveoue

Operating Expenses

Plant specific operations

Plant non-speci.fic operatioru

Depreciarion and amortization

Customer operatioos

Coqporate operations

Other taxes

Toul operating revenues

Total operanrrg exPenses

Operating income

Other Income (Expense)

Interesg dividend, and orher income

Interest expense

Total orher income (expense)

x.lffi:.,:ff::Ti*XIH:
Extraotdinary Items

Capial gain ftom sale of assets

Total

Non-regulated income

Netincome before taxes

Income tax expense

Netincome

The accompanying nores are an integral patt of these Frnancial sratemenrs

-4-
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Miliington Telephone Company, Inc.
Co"&Eft lFtIFBtaE&B&l/FbF0ltqHEgf nthareholders'Equity
For the years ended Decembet 31,2071 and 2010

Rcraincd

Comprchcosivc Iiaroings

Balances, December 31, 2Q09

Comprehensive Income poss)

Net income fot 2010

Other comprehensive income

Unrealized holding gun arising

during the period, net of tax

Net change in pension liabilties

Other comprehensive income (oss)

Total Cornprehensive Income poss)

Dividends

Appropriations

Interest on excess eamings

Balances, December 31, 2010

Comprehensrve Income poss)

Net income for 2011

Other cornprehensir,-e income

Unrealized holding gain arising

during the period, net of tax

Net change in pensiorr tiabilities

Otber comprehensive income (oss)

Total Comprehensive Income (Loss)

Dividends

Appropriations

lnterest on excess earnings

Balances, Decernber 37, 241 1

The accornpanying notes are an integral part of these Frnancial statements.

r\ccumrrlatcd

Rctaincd Othcr

Iiarnings Comprchcnsivc Common Prcfcrrcd

(
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Millington Telephone Company, Inc.
C on fi fi Rfi€J& B aE&BE'ltS UPCUSB Sl6P$
For the years ended December 3L,2011 and 2010

n11 2At0

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income :

Adjusrnents to recoocile net iflcome to cash provided by opera

Depreciation and amortization
Defeued irrcome taxes

.\ccnred postre'liremeat benefi ts

;\ccrued pension costs

Unrealized gaia oa iovestments carried at fair value

Other
Changes irr assets and liabilities,

(lncrease) decrease in:
Accornts receivabie

Iv{aterials and supplies

Prepaid expenses

Other receivables

Miscellaneous physical inveotoriesl

Increase (decrease) in:
Accounts pa1'able

Adrance billings

Customer deposits

Other accrued taxes and eryenses

Net cash provided by (used in) operzting actir"itjes

C;\SH FLOWS FRONI IN\/ESTING ACTIVITIES;
Construction aad acquisition of piant
Gain on sale of assets

(Increase) decrease in:
Advances ro affiliares

Receivable - employees and affiliates

Net cash provid ed by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES'
Dividends paid

Net proceeds (paymeats) oa short-term debt

Payments on long-terrn d S t

Proceeds &orn long-terrn debt
Net cash provided by (used in) financingactivities

Netincrease (decrease) in cash and cash eqdvalents

Cash arrd cash eguivaleats - Januery 1

Cash and cash equivalents - Decernber 31

The accornpanying notes ale an integral pafi of chese financial statements

-6-
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Millington Telephone Company, lnc.
N .EEEAG0EB s 8P& FJfi Flfi JNfi tFStERlh." t'
December 31, 2011 and 2010

Note 1 - Summarv of Sisnificant Accountins Polcies

Nature of Ooerations

Millington Telephone Company, Inc. (the "Company", "MTC') provides telephone and intemet service to Shelby,
Fayette, Tipton and Hayrood counties in Tennessee. The books and records are maintained in accordance with
Federal Communication Commission Rules, Pat 32, Uruform System of Accounts for Telecommunications
Companies, vrhich was added in 1986 to Tide 47 of the Code of Federal Regulations. The accounting policies
conform to generally accepted accounting principles.

Consolidation

The consolidated financial statements include the accounts of Millington Telephone Company, Inc. and its wholly
owned subsidiary MTEL long Distance Company, Inc, All signiFrcant intetcompany balances and ffansactions have
been eliminated in consoLidation.

Use of Estimates

The preparation of financial statements in conformiry with accounting pdnciples generally accepted in the United
States requires rnanagement to make a number of estimates and assumptions related to the reporting of assets and

liabiliues, the disclosure of contingent assets and liabihties at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting periods. Management revieurs its estimates, including those
related to tecovetability and useful lives of assets as well as liabilities for income taxes, deferred tax assets and
liabifiues, and post-tetirement benefits. Changes in facts and circumstances rnay result in revised estimates, and

actual results could differ from those reported estimates.

Cash and Cash Equivalenm

Cash equivaients consist of investments in shott-term, highly liquid secrrities having otiginal maturities of three
rnonths or iess which are made as patt of the Company's cash management acuviqr. Management believes that the
carrying values of these assets apptoximate thek fair market value because of the short matudry of these fi.nancial

instruments.
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Millington Telephone Company, Inc.
N dEDAFeEft s EB&BCSFlf, lHEBFStlHf , e 

" 
ts

December 31,2011 and 2010

N ote 1 - Summary of Significant Accounting Policies (conti4ue4J

A,ccounts Recejvable

Accounts receivable are tecorded at invoiced amount and do not bear interest. The allowance for doubtful accounts
is the Company's best estimate of the amount of probable credit losses rn the company's existing accounrs
receivable. The Company determines the allowance based on historical write-off experience and industry and local
economic daa. The Companv reviews its allowance for doubtful accounts monthly. Pasr due balances meeting
specific criteda are reviewed individually for collectabiliry. AII other balances are reviewed on a pooled basis.

Account balances are charged off against the allovrance after all rneans of collection have been exhausted and the
potential for recovery is considered femole. Accounts receivable are concencrated among customers within the
Compan;r's geogtaphic service atea. Changes in the allowance for doubtful accourits for trade accounts receivable
for the years ended December 3'1,,20'll and 2010 are summatized belowt

Allowance for doubtful accouflts

Balaace at bginning of yeat

!ad debt expense

Losses charged to allowance

Recoveries added to allorvance

Balance atend ofyear

n11 2010

N{aterials and Suoolies

Materials and supplies inventories and non-regulated miscellaneous physical inventories are valued at the Iower of
cost or market. Cost is generally determined using the fust-in, first-out (FIFO) method.

Marketable Securities

The Company's marketable securities are classified as available-for-sale. The classifications of debt and equity
securities are determined by managemeflt at the date individual investments are acquired. The appropriateness of
such classification is periodically reassessed. The Company monitorrs the fair value of all inves crnents, and based on
factors such as market conditions, Frnancial information and industry conditions, the Company uriJl reflect
impakments in values as is warranted. Available-for-sale securities are ca*ied at fair market value and any untealized
gains, net of deferred income taxes, a(e reported as a component of accumuiated other comprehensive income in
shareholders' equity uotil realized.
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Note 1 - Summarv oISionificant Accountinp Policies (continued)

Property. Plant and Equipment

Property, plant and equipment are valued at historical cost, less accumulated depreciation. The Company c^pit^lizes
all costs associated with the purchase, deployment and installation of properfy, plant and eguipment, including
interest on maior capital projects during the period of theit construction. Expenditures which extend the useful Iife
or increase its utility are capitalized. Meintenance expense is recognized when repairs are performed. Depreciation
is recognized usrng the sttaighc-line method over the estimated useful lives of the related asse6 for financial
reporting purposes.

Long-lived assets are reviewed for rmpainnent whenever events or changes in circumstances indicate that the

carrying amount of an asset may not be recoverzble. Recoverability of assets to be held and used is measued by a

comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be

generated by the asset. If the carrying amount of an asset exceeds its esti.mated future cash flows, an impairment
charge is recognized by the amount by vrhich the carrying arnount of the asset exceeds the fair value of the asset.

Upon the sale or rerjrement of telecornmunications plant in service, no gain or loss is recognized by the Company.
These assets are retired by removing the original cost from the properry accounts and chargrng it against
accumulated depreciation in accordance with FCC Rules, Part 32.

Fair Value

Financial instruments ptesented on the balance sheets that approxirnate fair value include cash and cash equivalents,
receivables, marketable securities, payables, accrued liabi[ties, and longterm debt.

Pension Plans

Annuai net periodic pension costs undef the Company's defined benefit pension plan are determined on an actuariai
basis. The Company's pol-icy is to fund the maximum amount that can be deducted for federal income tax purposes.
Contributions are intended to provide not only benefits attdbuted to service to date but also for those expected to
be earned in the future. BeneFrts are detetmined based on years of seruice and the ernployee's compensation during
the last five yeats of employment- EffectiveApril 5,2011,, the plan'*ras amended in order to change the benefit
formula going forwatd,

Management funds the pension plan according to ERISA mrnimum funding requitements. The Company invests
the funds of the pension plan in bank certifrcates of deposit and investrnent-grade corporate equiry securities, bonds
and bond funds. The pension plan issues separate finaocial stetements.

Rewenue Recoonition. Advance Billinss and Customer Deoosits

Operating revenues are rccogniz,ed when service is provided. Advance billings and customer deposits ro the
accompanyrog balance sheets represent the Company's liability for future service and securicy deposits. Amounts
included in advance bilhngs will be recogpized as revenue rvhen the selice is rendered. Amounts included rn
customer deposits will be cleared from the account as refunds are made.



Notes to Consolidated Financial Staternents

December 31, 201,1 and 2070

REFERENCE WC DOGKET NOS. {O-90 AND ,l142

CONFIDENTIAL FINANCIAL INFORMATION - SUBJEGT TO PROTECTIVE ORDER IN WC DOCKET NOS. 1O-90, 07.135,.05-337, O3-109,
CC DOCKET NO. 0't-92, 96.45, GN DOCKET NO. 09-51, WT DOCKET NO. 10.208, BEFORE THE FEDERAL COMMUNICATIONS
COMMISSION

Note 1 - Summarv of Sisnificant Accountins Policies (continued)

Iocome Taxes

Income taxes are accounted for under the asser and liability medrod. Defetred tax assets and liabilities are

recognized for the fuhrre tax consequences attributable to differences between Enancial statemenr carrying amounts
of existing assets and liabilities and their respective tax bases, Deferred tax assets and liabilities are measured using
enacted tax tates expected to apply to taxable income in che years in which those ternporary differences are expected
to be recovered or setded. The effect on deferred tax assets and liabilides of a change in tax rares is recognized in
income in the period that includes the enactment date. Managernent uses a more likely than not threshold to make
their determination.

Valuation allowances are established, when oecersary, to reduce deferred tax assets or liabilities to the amounc
expected to be realized. The provision for income taxes represents the tax payable for the pedod and the change
during the pedod in deferred tax assets and liabilities.

Subseouent Events

Events occutring after the date of the Balance Sheets but before the issuance of the financial srarernents included in
this report have been evaluated through date ofreportissuance.

Recendv Issued Accountins Srandards

As of December 31, 2077, rhere were no recendy issued but not yet effective accounring pronouflcements that
would have an impact on the Company's financial statements.

Note2-AssetsPledsed

Substantially all assets of the Company 
^re 

oledged as security for the long-term debt to Rural Utility Service.

Note 3 -Preoaid ExDenses

A summary of dre amounts recotded as prepaid expenses at December 37,2An and 2010 follows:

2011

Prepaid insurance

Prepaid postage

Prepaid taxes

10
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Millington Telephone Company, Inc.
N &EP&teEB s 6Rfr Fd#lF/fl SE FSHStren t.
December 31.,ZAfi and 2010

Note 4 - Marketable Securities

At December 31, 2011 and 2010 lggregate cost, fair market
securities that were classified as available-for-sale are as follows:

value, and unrealzed gains for marketable equity

2011 2A70

Current - securities held for resale

.Aggregate fair values

Agglegate cost

Gross unrealized gains,l(osses)

Less; deferred taxes on gain,'(oss)

Net unrealized gainl (los$

Fair values for these investments are determined by quoted market ptices ('level 1 fair values') fot the underlying
equity secudties.

Note 5 - Prooertv. Plant and Eouioment

Telephone plant in service and plant under construcuon are both stated at cost. Listed below are the major
subclasses of the telephone plant as of December 31, 2Al, and 20t0

Estimated

Usefrrl Liwes 2011

Poles, cable, and wire

Central OfFrce equipment

Nficrovrave radio and subscribet carrier equiporent

Buildings

Motor vehicles

Larrd

Fumitute and o[8ce equipment

O&er work eguipment

Customer premise wiring
oPerato! systems

Total plant in service

Telecom:aunications plant uoder construction

The Company provides
useful life of the

for
bq,

depreciation on a straight-line basis at annual rates that correspond with the estirnated
the average balance of telephone plant in service,as a percentage of

11

were

Such



REFERENCE WC DOCKET NOS. 10.90 AND 1{.42

GONFIDENTIALFINANCIALINFORMATION -SUBJECTTOPROTECTIVEORDERINWCDOCKETNOS. 1O-90,07-,I35,05.337,03.{09,
cC DOCKET NO.01-92, 96"45, GN DOCKET NO.09-51, WT DOCKET NO. 10-208, BEFORE THE FEDERAL COMMUNICATIONS
coMMtssloN

Millinston Telephone Companv. Inc.
N 

"EHEf 
EEB S 6P&A FdFFIf; ,}EEFS UQIIh'N t'

December 31, 2011 and 2010

Note 6 - Short Term Note Payable

f[g.Companyhas,E*olvinglineofcreditfaciJitywithalocalbank'Thecreditlinebearsinterestat
I and is collateralized by buildings and equipment as well as shareholder guarantees. The loan balance u.ras

a* rrecemDer )1, Lvtv ano was I^rJJecemoer Jr! zul r.

A second line ofgglit fot lis unsecured, bears interest at Jnd matures Apin201.I,.. The loan balance

on this line wasIrD".ilIEi,2A77 and.2O7O.

NoteT-MoEtgageNotes

Long-terrn debt of the Company includes mortgage notes pal'able to agencies

local banks. Following is a summary of the outstanding long-terrn debt:

Date Date of Iritcrcst

of the Unites States governr[ent or

(lcneral (lall Pricc

Dcccmbcr 31,

Rate

12
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Millington Tclephone Company, Inc.
N 

"EEDAcetBs 
6n& PJ#|fi /ilEEFSESlhe n ts

Dccember 31, 20"11 and 2010

Note 7 - Meftgage Notes (sqntinued)

At December 31,201,1 nd2AL0 unadvanced funds rvere as follows:

2017 2010

RTB

RUS

RTFC

Unadvanced Funds

The marurities of the long-tcrm debt
foliows:

for each of the frve years succeeding the balance sheet date are estimated as

2012

2013

20t4
2015

24rc

Note 8 - Income Taxes and Deferred Taxes

The provision for federal and state income taxes attributable to rncome from continuing operarions consists of the
following cornponents:

2017 2010

Curtent income ux expense:

Federal

State

Deferred income tax expense peneFrt)

Income tax on continuing operations

71
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MfiroTf,f t$ephone C ompany, Inc.
N dEPS[EB1 s oh&EtsEio dushE strdotfren rs

December 37,2071 and 2010

Note 8 - Income Taxes and Deferred Taxes (conrinued)

A reconcitation of income uxes determined by applying the federal and state tax rates to income from continuing
operations is as follows for the years ended December 31,2071 and 2010:

2011 2010

Computed "expected" tax expense (34Yo)

State income taxes

Book over tax pension and postretirement

Tax over book depreciarion

Other, net

Incorne tax expense on contjnuing operarions

Income taxes are provided for the tax effects of transactions reported iu the filaocial statements and consist
of both current and defened taxes. Deferred income taxes reflect the net effect of temporary differences between
the carrying amount of the Cornpany's assets and liabilities for {inancial reporcing and the amounts used for income
tax purposes. The diffelences relate primarily to the use of different methods for record.ing depreciation for
financial reporting and ta-x purPoses, unrealized gains on marketable secudues, operating loss carryforwatds, and the
accrual of pension plan and other postretitement benefit plan expenses over the amount allowed for tax purposes.

The deferred tax assets and liabdities represent furure tax retuft consequences of those differences, vhich will be
either taxable or deducrible when the assets and habilities are recovered ot settled. Deferred taxes are also
recognized for operadng losses that are available to offset futute taxable income. Significant temporary diffetences
and carryforwards which give rise to deflerred tax assets and liabilities ar December 31,,201,1 and2010 are as follows:

2011 2010

Deferred tax assers:

Accrued pension and posrerirement

Unrealzed losses on marketable securities

Deferred tax liabrl.ities:

Depteciation and amortization

Unrea[zed gains on rnarketable secudties

Net deferred income tax liabifury

l4
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Millington Telephone Company, Inc-
N dEpAffiE0sdQft RldFEl&ltlSPEGMQihents

December 31, 2411 and 2010

Note 9 - Related Parw Transacdons

Millington Telephone Company, Inc. furnishes labor and benefits to Millington CATV. The company is reimbursed
for ail costs ircurred. For dre years ended Decembet 37,20L1and 2010 the Company billed CAtV IIr"d
I'eS@ent.TheamountduefromMi]lingtontatv',o...,.,Iffizoti
and 2010 *ut 

-especdvely, 

Aftet one yeat the balance bears interest at a floating rate
based on Internal Revenue Service federal funds rate. Stockholders of Millington Teiephone Company, Inc]own
Millington CATV, Inc. The RUS is aware of this advance to affiliates and has required that interest be charged, but
no v,rritten authorization from RUS has been obrained.

In 2011, the Company Ieased clerical labor to the estate of the previous owner. The total 2011 billing 
"f fisin Receivables - employees and afhliates at December3l,2}ll.

In 2010, the Company Ieased labor ftom a consttuction comoanv owned by a minoriry shareholder, W.S. Howard,
Jr. The total cost ort.rt"a hbor*"rlior the year.rrl.db.."*ber 31,2a1a.

Note 10 - Leases

The Company leased its tetail phone stote operations center for In2Oli and 2010 from rhe estate of its
prior president, S7.S. Howard, Sr.. The Company also leases pole lines pdmarily from other pubLc utilities in joint
use agreements providing for annual lease payments.

Lease expense included in the accompanying statements of operations is as follows:

2011 2070

Plant specifi,c operations:

Pole line rental

N on-regulated activiqv:

Store rental

15
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&lillington Telephone Company, Inc,
Noffi DACTEDGkb R0 &'hreidSe@msf s

December 31,2011 and 2010

Note 11 - Pension Plans

The Company hzs a' defrned benefit pension plan covering substantially all ernployees. The benefits ate based on
years of ser,rice and the employee's cornpensation during the last Frve years of employment.

The followrng uble provides a reconciliation of the changes in the pension plan's accrued cosrs, proiected benefit
obligation, fair value of plan assets, and hrnded status over the two-year period ending December li, Ziltt.

2011 24fi
Chauge in Accrued Benefit Cost:
Accrued benefit cost at beg. oEyear

Net periodic benefit cost

Settlement

Ernployer contd.butions paid during year

Accrued benefit cost at end of year

Change in Projected Benefet Obligation:
Proiected benefit obligation atJanuaq, 1

Service cost

Interest cost

Settlements

,Lmendments

Acruarial loss/(gain)

Benefits paid
Proiected Benefit obl,igatioa, December 31

Change iu Pian Assets:
Fair value of plan assets at Janua5' 1

Jctual tetum on plan assets

Employer contribution

Bene6ts paid

Fair Value, December 31

Recoaciliation of Funded Statusr

Accumulated Benefit Obtigation (ABO)
Proiected BeneEt Obligtion @BO)
Fait Value of Plan Assets

Funded starus, December 31

Items not yet fecoglized as a component
of net periodic pension cost:

Unrecognized net actuarial (gain)/loss

Unrecognized priot service cost
lintecon5'ized transition (asset) /liabiliry

Net amount unrecognized

16
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M,ffig0fiIEqr.FqBfAr eUfr F[rEf 9frP t
Notes to Conso[dated Financial Statements
December 3"1,2011 and 2010

Note 11 - Pension Plans (continued)

Arnounts recognized in the consolidated balance sheets consist oE

2;011 20"10

Noncurrent liabilitp Accrued pension costs

Accumulated other comprehensive income

Net pension expense recognized

Amounts rncluded in accumulated other comprehensive

income expected to be recognized during the next 6scal year:

Net actuarial (gain)/loss

Prior service cost

Transition obhgation/ (as set)

Components of net periodic benefit cost for the Iast rwo years are as follorvs:

2011 2010

Service cost

Interest cost

Expected rerurn oo plan assets

Amortization of transition asset

Recognized net actr:arial (gain)/loss

Amortization of priot service cost

Net periodic pension cost

Assumptions used in the measurement

of the pension benefit obliption:

Weighted average assumptions:

Discount rate

Expected reh.un on plan assets

Rate of compensation increase

I

17
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER !N WC DOCKET NOS. 1O-90, O7-135, 05-337, 03.109,
CC DOCKET NO. 01'92, 96-45, GN DOGKET NO. 09-5{, WT DOCKET NO. 10-208, BEFORE THE FEDERAL COMMUNICATTONS
COMMISSION

December 31,201.1 and 2010

Note 11 - Pension P]ans (coneinued)

Management's desire is to invest in pensioo plan assets that represent the utrnost in securiry of principal. The
approximate allocation of the pension plan assets vere as follows at December 31,,2}ll and 2010:

241,1 zUA
lnterest-bearing cash

U.S. Governemnet Securities

Corporate Debt Instruments

Corporate Stocks

Municipal Bonds

Expected benefit payments to plan participanrs (2012 - 2A2\
calendar years ending December 31 are as follorvs:

Benefit

and employer contributions QO12 only) for the

Employer

2012

201,3

2014

241,5

2016

2Afl-202r

The following summarizes the principal acruarial assumpdons made in calculations for Financial Accounting
Standard 158 (FAS 158) results:

Measutement Date

12/31/201,1 '12/3'.1/2010

Asser Valuation:

Assels were valued at;
'l[-he asset value is based on assers as of
Long-term rate of return

Liabiliry Valuation:

Based on census o[
Mortaliry

Tumover

Assumed retirement age

Discount rate - pre-redremeot

- posc-retirement

Salary scale

* Mortaiity based on 2010 Fund:ng Target Combiaed IRC 430(hX3XA)
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COMMISSION

Notes to Consolidated Financial Staremenrs
December 31,201"1 and 2010

Note 12 - Postretirement Benefits Other Than pensions

Historically, the Company has offered certain medica.l, dental, and life insurance bene6ts to substantia1y all retired
employees' The related postretirernent beneFtt expense has been accrued annually as active employees earn those
beneFrts and all beneFrts have been paid as incurred. The Company recorded .*p.rrr. in the amoun,'"iflJ
Iror the 1,ears ended Decernber 31, ZOll and2010, respectively.

Based on the results of an ach-rarial s tudy for 201,1, the postretirement berefrts vrete amended to provide beoeFrts for
the next teo years only. 

_The accrued liability on the Company's consolidated balance sheets wai adjusted to match
the projected beneFrt obligation.

No seParately funded plan is maintained for this postterirement beneFrt.. The following table provides a
teconciliation of the changes in the proiected benefit obligation, fair value of plan assets, funded stahrs and
accumulated benefit obligation for the year ended December it, ZOtt.

Change in Ptojected Benefet Obligation:
Accrued benefit cost at beg. ofyear
Service cost

Interest cost

Ameodments

A*uarial loss/(gain)

Benefits paid

Proiected Benefit obligation at end of year

Change in Plan Assets:
Fair value ofplan assets atJanuary 1

-\ctual rerurn on plan assets

Employer contdbution
Benefits paid

Fair lraluq December 31

Funded Status atYear End

Accumulated Benefit Obligation

Amounts recogaized in the consolidated balance sheets consist oE

Curren t li ab i[ry.: Accrued p o s ft eri rement benef ts

N on current liab iliry : Ac ctued p o s ueti remeat benc 6ts

2011
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COMMISSION

REDACTED - FOR PUBLIC INSPECTION

Millington Telephone Company, Inc.
Notes to Consolidated Financial Starements
December 31, 2011 and 2010

Note 12 - Postretirement Benefits Other Than Pensions (condnued)

Components of net periodic benefic costs are as follows:

2411 2010

Service cost

Interest cost

Expected retum on plan assets

Arnortizatioo of transition asset

Adjustrne nt

Ner periodic pension cost

Assumptions used in the rneasurerrrent

of the perrsion benefit obligatiorr

!ileigh ted ay e:age a ssump tions:
Discount rate: Nec penodic pension costs

Discount rate Benefit oblrgations

Expected fehrm on plarl assets

Expected benefit paymenrs to plan participants 8012 - 2OZ1)
follows:

for the calendar years ending December 3'1. arc as

2012

2013

n14
2015

2016

20fi-n21

Note 13 - Savinm PIan

The Company matches employee contributior

;:i1!1,1-.:;,?:::xi"'n::#;"i,Ti,ll#r,lxt*Iffi i[*Tii;1]rncluded in the accompanying balance sheet.

The Company's expense for the plan was

20
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER IN WC DOCKET NOS. 1O-90, O7-135, 05-337, O3-109,
CC DOCKET NO. 01.92, 95-45, GN DOCKET NO, 09-51, WT DOCKET NO. 10-208, BEFORE THE FEDERAL COMMUNICATIONS
COMMISSION

REDACTED - FOR PUBLIC INSPECTION

Millington Telephone Company, Inc.
Notes to Consofidated Financial Statements
December 31., 2011 and 2010

Note 14 - Continsencv

h 1994 the Company lra Ieamings in excess of the amount allowed by the Public Service Commission.
This excess income q/as set aside as an appropriation of retained eatning-s and the Cornpany adds to the
apptopriatron anouall-y to accrue interest at th;L eifectir. intetesr rate which ias'1.7o/o ar Decembef 31,2011 and
2010- resoecrivelv. AtDecernber 31,201,1, aod2010 the balance of appropriated retained eamings * r f -df r.sp..tir.ly.

Note 15 - Concenttations of fusk

Financial instruments, urhich potentially subject the Company to concentrations of risk, consist of cash in bank.
The Company maintains an operating cash account at one commercial bank. In both 201,1 and 2010, balances in
this account sornetimes exceeded federa-lly insuted limits.
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